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The dialogue of trade liberalization is dominated by the language of 
economics. In this language it is tempting, albeit somewhat con- 
torted, to dismiss: environmental harms as mere externalities; ef- 
forts to ensure that hard working Americans have a future beyond 
the employment line as attempts to redistribute wealth; and laws to 
provide basic labor, environmental, or human rights protections as 
impingements on the ability of companies to reallocate activities 
across national borders. Against this semantic backdrop it is easy to 
label efforts to bring environmental, labor, and human rights con- 
cerns into trade policies as neosocial protectionism (Steil, 1994). 
Why all this concern about labels and linguistics? The reason why 
labels and linguistics are so important here is because they tend to 
focus public and legislative attention on images and prevent further 
analyses as to the truths or fictions that may underlie these images. 
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Because the debate over trade and other macroeconomic policies are 
so complex, digestible images govern a debate, that is in turn domi- 
nated by name calling. As a whole, these ad hominem attacks defeat 
the evolution of sound policies. As a result, regardless of one’s views 
on these issues, the flippant use of labels should give grounds for 
concern. 

Thus, the question must be asked: to what extent are these labels 
accurate? Answering this question requires more than a mere find- 
ing that various elements of the environmental, labor, or human 
rights trade agenda have some element of protectionistic sounding 
policy; even the most trade oriented industries argue at times for 
policies that are downright protectionist (Bovard, 1991).2 The answer 
requires one to determine whether there is a neosocial protectionist 
cabal, or in the words of the Economist a “sinister alliance,” that 
seeks to undermine trade liberalization. 

This article concludes that generally no such cabal exists. The 
social trade agenda does not generally require protectionist policy 
responses. To the extent that protectionism creeps into this agenda, it 
does so because the core concerns of these social interests are not 
properly weighed in the formulation of trade policies, requiring these 
interests to resort to second-best, and at times protectionist responses. 

To determine if a protectionist cabal exists it is first necessary to 
determine what we mean when we say “free trade” and protection- 
ism. In reality free trade is a theory of international economic rela- 
tions that is, in turn, built largely upon Ricardo’s theory of compara- 
tive advantage. Comparative advantage theory, as it is now typically 
discussed, provides that if labor and capital are mobile, and there are 
no restrictions on international trade, then each nation will focus on 
producing those goods and services in which they have a comparative 
advantage over their trading partners (Jackson; Daniel, unpub.) 
This dynamic increases overall global economic efficiency, and in 


'The counterpart attack launched by trade critics at free trade proponents is the “faceless 
bureaucrat” slight that found its way into several popular press advertisements campaign- 
ing against NAFTA and GATT. 


2For example, Lee Iacocca, was one of the main proponents of free trade and NAFTA, however, 
Chrysler has long sought trade protectionist policies to protect the auto industry. 


*The comparative advantage theory as Ricardo discussed it did not deal with the advantage of 
one nation over another. Instead it dealt with the advantage of one product over another 
within the manufacturing scheme of a particular nation (Daniel, unpub.), Over time, how- 
ever, the theory has taken on the aspects of defining relations between countries. 

Because it is directly relevant to the focus of this article, one alternative vision of Ricardo’s 
comparative advantage theory should also be mentioned. Herman Daly has argued that, 
from a Keynesian perspective, if capital is internationally mobile, investment does not follow 
comparative advantage, but instead tracks absolute advantage (Daly, 1993; Keynes, 1993). 
Only if capital is immobile internationally does investment follow comparative advantage. 
Daly argues that it is this flaw in implementation that causes wholesale social “exter- 
nalities” to result from the existing free trade paradigm (Daly, 1993). 
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turn welfare—in theory. Ricardo’s comparative advantage theory 
also focused exclusively on natural, as opposed to man-made, com- 
parative advantages, such as climatic, geographic, and meterological 
conditions. 

This is all just theory because in reality almost all, if not all, trade 
is managed in some way (Diamond, 1993). Thus, while it is vogue to 
be pro free trade, what we really are talking about is not free trade, 
but liberalized trade, or economic relations that more closely approxi- 
mate the theory of free trade. 

One more caveat on the theory of free trade is that just as with 
every other political economic theory, while it may function perfectly 
on paper it does not necessarily function with equal precision in 
practice. For example, free trade theory depends upon the mobility of 
labor. However, in the real world there are restrictions on immigra- 
tion that prevent the unfettered movement of persons across national 
borders. The result is that when wages, or for that matter the right of 
free association, are depressed in one country, labor cannot simply 
pick up and leave until those conditions are corrected and a labor 
equilibrium is attained. The effect of this dynamic can be seen every 
day on the United States—Mexico border, where despite the promises 
of free trade benefits, literally hundreds of Mexican workers still 
attempt to illegally enter the United States in search of better lives. 

As a result of this discrepancy between free trade theory and liber- 
al trade reality, liberalized trade in goods and investment, without 
liberalized movement of labor, can put downward pressure ort labor 
wages, benefits, working conditions, and rights in nations that ex- 
ceed the levels of their trading partners. For example, at one US 
sponsored trade show representatives of Honduras, El Salvador, and 
Guatemala were recorded by a hidden camera in a minimum wage 
bidding war, beginning at $0.90 and falling to $0.57 per hour, to lure 
industry from the United States (Compa). Unfortunately for labor, 
unlike industry, it could not respond by moving to the United States 
or some other nation where conditions were more favorable to its 
interests; it was captive (Collingsworth). Thus, while liberalized trade 
provides the working man with cheaper bread, if the working man 
no longer has a job or a decent wage, cheaper yet now unaffordable 
bread is of little solace. 

This bread example also highlights another area where free trade 
theory falls prey to the viciousness of reality: the “rising tide” theory. 
This theory provides that because trade creates greater efficiencies it 
brings about greater overall wealth in all our societies. This aspect of 
the theory may in fact be true. However, the theory goes on to argue 
that just as a rising tide lifts all boats, free trade driven wealth allows 
for more environmental protection, higher wages, and better working 
conditions—in short the trickle down economics answer to social ills 
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now displayed at the international market level. Here the theory 
simply does not work. As with all trickle down theories, there is nothing 
to guarantee that any new wealth will, in fact, trickle down. In reality, 
the gains of trickle down economics usually are captured at the upper 
echelons of society and are never realized at the lower levels.4 
Moreover, even if some of this wealth were to trickle down there is 
no viable way to ensure that it is allocated to first repairing any 
trade liberalization caused harms. For example, there is no way, shy 
of a politically unrealistic broad-based consumption tax, to ensure 
that trade gains will be captured and put to cleaning up the air or 
water fouled in building the products that were traded. Similarly, 
while worker A, who is a high technology sector engineer, may be 
able to obtain a better position here in the United States because of 
the NAFTA, worker B, who is a 60 year old riveter on an assembly 
line in Detroit, may lose his job and never be able to find a replace- 
ment. If the engineer obtains a job that pays her more than the lost 
salary of the riveter our overall economy shows growth; but our indi- 
vidual economies, and perhaps our unemployment rolls, may not.5 
Next it is important to define what is meant by the term protec- 
tionism. Because there is no precise definition of what constitutes 
protectionism,® this task is more difficult than one might expect. 
Defining protectionism is a lot like McCarthy defining communism; 
protectionism is anything that the prevailing free trade powers say it 


4For example, during the boom 1980s, specifically 1984-1988, after adjusting for inflation, the 
median income in the most affluent fifth of all US households increased by 14 percent. 
During this same period, however, the median income remained unchanged for the remain- 
ing four-fifths of the population (Medoff, 1994; Diamond, 1993). 


5This scenario aptly displays the two major ways in which the NAFTA’s positive employment 
effects will not easily reach those the agreement harms. First, the NAFTA’s benefits are 
being enjoyed by the Southwest (USITC, 1992; Orme, 1993); however, its harms are likely to 
be diffused over the rest of the nation, with concentrations in certain industries of the East 
North Central, Pacific, and Mountain census regions (USITC, 1991). Second, while certain 
industries and job categories, particularly those that support manufacturing in Mexico, may 
increase, any declines that will be felt will occur in other job categories and industries, 
particularly in manufacturing line jobs. Increases in the demand for, say, engineers are 
unlikely to help the situation of the displaced riveter. 


SA range of often times conflicting definitions of protectionism have been offered; however, 
none of these definitions have received universal acceptance. For example, the International 
Relations Dictionary defines protectionism as “the theory and practice of using governmental 
regulation to control or limit the volume or types of imports entering a state” (IRD, 1982). 
Moffat instead defines it from a cognitive focus as “the feeling that government should 
protect domestic sellers from competition with imported goods and services by the use of 
taxes, quotas, import prohibitions, and other means” (Moffat, 1983), Salvatore defines it 
with a historical perspective as a “revival of ‘mercantilism’ whereby nations, particularly the 
industrial nations, attempt to solve or alleviate their problems of unemployment, lagging 
growth, and declining industries by imposing restrictions on imports and subsidizing ex- 
ports” (Salvatore, 1993). Miller, however, looking at the ends, broadly asserts “any policy that 
increases the price of a county’s imports or decreases that of its exports is considered protec- 
tionism” (Miller, 1989). 
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is. For example, some say it would be protectionist to apply our envi- 
ronmental standards to products made in other countries that fail to 
meet US production standards (Hall, 1994). Yet many of these same 
people see no problem in doing precisely the same thing with our 
standards on antitrust or intellectual property (Committee for Eco- 
nomic Development, 1991). Why the difference? All three areas— 
environment, antitrust, and intellectual property—regulate the con- 
ditions related to the production of a product. None of the three 
fundamentally alter the product in question. Lamentably, a pilfered 
Mutant Ninja Turtles doll is still a Mutant Ninja Turtles doll.” 

To eliminate the circularity of present definitions of protectionism, 
allow me to use the following imperfect working definition: protec- 
tionism, in the trade context, is the use of policies that are intended to 
benefit domestic or local products or services by eliminating or offset- 
ting the legitimate comparative advantages of foreign producers and 
service providers, at the expense of the producers or providers of like 
foreign products or services, solely because the protected products or 
services are domestic or local in origin (Regan, 1986). 

With these definitional clarifications in hand, the position of envi- 
ronmental, labor, and human rights groups in the NAFTA debate 
provide an appropriate starting point for determining whether these 
groups are individually inherently protectionist and alliances be- 
tween these groups are protectionist in nature. 


ENVIRONMENTAL CONCERNS IN NAFTA 


Before proceeding to generalize about the concerns of environmental 
groups® during the writing of NAFTA, it is important to note that 
there was no standard environmental position at that time. Each 
environmental group adopted its own position based upon its own 
priorities and concerns. Ultimately, some US environmental groups 
supported the agreement, some groups took no official position on 
the agreement, and some vehemently opposed it.? That said, in gen- 


7Increasingly, intellectual property rights (IPR) protections are being recognized as legitimate 
trade-related factors upon which discrimination can be premised. The author supports this 
trend. However, from a pure product qua product, or traditional trade analysis, there is no 
difference in the pilfered product. 

8Unless otherwise provided this article deals only with the positions of US environmental 
groups. 

SIf a protectionist label can be applied to any environmental groups, the case for such a label is 
arguably strongest as to those environmental and consumer groups that opposed the agree- 
ment. Here, however, care should be taken in generalizing. Some groups that opposed the 
agreement, most notably the Sierra Club, arguably endeavored to bring about an agreement 
they could support. These groups might be distinguished from other groups that at no point 
in time sought to endorse any NAFTA. 
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eral the concerns of these groups were fairly uniform; what differed 
was their approach to these concerns. The following attempts to lay 
out and analyze these concerns. 

First and foremost, environmental groups were concerned that, 
absent effective environmental laws and enforcement of these laws 
in all three NAFTA parties, NAFTA-driven economic growth would 
endanger human health and environmental security (Audley, 1993; 
Pastor, 1993). Why the concern? Simple, look at the United States— 
Mexico border. Until the NAFTA debate, environmental, health, and 
safety law and law enforcement were virtually nonexistent in the 
border region. As a result the American Medical Association has 
described the border region as “a virtual cesspool and a breeding 
ground for infectious disease.” In Brownsville, Texas, which sits di- 
rectly across the border from the heavily industrialized and overpol- 
luted Mexican city of Matamoros, the rate of anencephaly (babies 
born with incomplete or nonexistent brains) is over five times the na- 
tional average. Such an elevated rate defies genetic explanations, and 
can only be accounted for by some form of environmental exposure 
(LA Times, 1992). To economists these environmental threats are 
externalities; to the people who live on the border they are realities. 

From the beginning of the NAFTA discussions, Mexico had devel- 
oped a system of environmental law that was largely similar to that 
of the United States in its stringency. However, to date Mexican 
environmental law enforcement has not fully developed. Environ- 
mentalists therefore placed a great deal of emphasis on the need to 
develop incentives and checks to ensure that enforcement continued 
to improve. 

In response to this concern environmentalists sought a mechanism 
in the treaty or in a parallel agreement that would encourage each 
NAFTA party to fully implement their laws. This need was ad- 
dressed by the Clinton administration through the development of 
the environmental supplemental agreement that provides that a par- 
ty’s persistent pattern of the failure to enforce its environmental 
laws can subject the party to first a fine, and then if the fine is not 
paid a trade sanction.1° 

Second, environmental groups were concerned that the rules pro- 
vided for under the NAFTA agreement might be used to undercut 
high US environmental, health, and safety provisions (Audley, 1993; 
Pastor, 1993). The reason for this concern can be seen in the rash of 


10The supplemental agreement provides a dispute resolution mechanism to determine whether 
such a failure is occurring. The supplemental agreement also provides a reporting mecha- 
nism that is triggered by public complaints, which is intended to shine the spotlight of public 
attention on weak enforcement. 
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trade cases that have been filed or threatened over the course of the 
past few years to environmental, health, and safety measures (Hous- 
man and Orbuch, 1993). While the more radical proponents of free 
trade would argue that these challenges are merely efforts to do 
away with nontariff trade barriers, it is important to remember that 
in the United States each of these nontariff trade barriers is a demo- 
cratically enacted safeguard against some threat; it is, for example, a 
law that ensures your food is not tainted with pesticides, or your 
baby’s clothes are flame retardant. 

The response of environmentalists here was to seek changes or 
understandings as to the standards provisions of the NAFTA (the 
rules used to judge whether laws are illegitimate trade barriers). 
During the Bush presidency, in the primary negotiations on the trea- 
ty, changes were in fact made to the standards provisions. Environ- 
mentalists generally did not believe that these changes went far 
enough and they sought further assurances from the Clinton admin- 
istration, Mexico, and Canada. Mexico and Canada, however, refused 
to either directly or indirectly renegotiate these provisions and so 
environmental groups that supported the NAFTA had to settle for 
promises in the implementing legislation’s nonbinding Statement of 
Administrative Action. 

Ironically, the US NAFTA implementing legislation validates the 
fears of environmental groups that NAFTA may diminish our protec- 
tions. The implementing bill substantially curtails the food safety 
inspection procedures that are applied to Mexican commodities en- 
tering the United States. 

Third, environmental groups were concerned that without proper 
safeguards Mexico might become a “pollution haven” where “dirty” 
industries would locate to avoid high US environmental regulations. 
(This argument has been called the “competitiveness argument.” 
[Audley, 1993; Pastor, 1993]) The pollution haven problem was of 
concern because the United States and Mexico are mutually depen- 
dent on fragile shared natural resources that are extremely suscepti- 
ble to transboundary threats. The pollution haven issue also posed 
another threat in that if environmental protections were seen as 
jeopardizing jobs or investments in the United States, then there 
would be pressures to harmonize our protections downward to the 
lowest common denominator. 

Critics of the pollution haven theory have argued that no such 
dynamic exists. They argue that the limited empirical data points to 
the fact that environmental regulatory costs on average are too low 
to play a role in industrial sitting or investment decisions (Low). 
These critics, however, miss several key points. Environmental costs 
are not static; the more aggressively we seek to deal with our prob- 
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lems the more likely they are to increase (Tobey, 1993). Further, 
dealing with averages means that the costs at the high end (the most 
dangerous, heavily regulated industries like chemical plants) bal- 
ance those at the low end (like accounting firms). Lost amid these 
theoretical calculations is the fact that at the high end environmen- 
tal costs have already caused US industries to relocate to Mexico. For 
example, a 1991 GAO study found that almost the entire California 
furniture finishing industry has relocated to Mexico to avoid the 
costs of complying with the 1990 Clean Air Act (GAO, 1991). 

Last, and most importantly, in political terms the reality of wheth- 
er environmental costs are substantial enough to play a role in a 
company’s decision making is, to a large degree, irrelevant. What 
matters here are perceptions. In political fora companies continue to 
successfully use the “high” costs of environmental protections before 
Congress, regulators, and the public as a means of lowering their 
costs and increasing their profits. For example, where were all these 
economists who now argue that environmental costs make little or no 
difference during the Quayle Competitiveness Policy Council’s as- 
sault on US environmental laws? Where are they now during the 
Congressional debate over the competitiveness aspects of our envi- 
ronmental laws? 

To prevent the development of pollution havens, environmentalists 
sought provisions in the NAFTA investment section that would make 
the waiver of environmental laws to encourage investments an ac- 
tionable violation of the treaty’s investment chapter. The response of 
the parties was to include a provision prohibiting such waivers; how- 
ever, this provision does not make such violations subject to dispute 
resolution or sanctions. In addition, the environmental supplemental 
agreement’s dispute provisions are also seen as playing a role in 
preventing the development of pollution havens. 

Do these concerns amount to protectionism? None of the environ- 
mental concerns enunciated above focused on benefitting American, 
Mexican, or Canadian products because they were local or domestic 
in origin. The environmental concerns during the NAFTA were not 
about benefitting domestic producers; they were about preserving 
environmental protections and conserving resources. 

Further, for the NAFTA environmental concerns to be protection- 
ist in nature one must assume that differences in environmental 
regulatory regimes, a man-made phenomenon, are a legitimate com- 
parative advantage. In other words, it must be acceptable, as Larry 
Summers has argued, that certain developing countries are “under- 
polluted” and that it is more efficient to pollute in these countries 
because the value of life, as calculated from expected lifetime wages, 
is lower than in developed nations (Kamen, 1993; Power, 1993). 
Presumably, the same would hold true for overpopulated countries 
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where there are more people that could be sacrificed to environ- 
mental harms? Unless one agrees that there should be no ethical 
constraints on economic behaviors, and that the value of life is de- 
termined solely by economic pricing, there can be no legitimate com- 
parative advantage founded upon a nation’s differential assimilative 
capacity for poison or other environmental demise. 

Moreover, in deciding upon the protectionist motives of environ- 
mental groups it is important to remember that very few environ- 
mental groups willingly came to argue against the treaty. Although 
the environmental verdict on the NAFTA was ultimately split, the 
vast majority of even those environmental groups that came out 
against the treaty had worked feverishly and in good faith with the 
Clinton administration to develop a NAFTA that they could support. 
It is ironic that while many try to paint environmentalists as protec- 
tionist, there were times during the NAFTA debate when, in the face 
of business community indifference, it appeared that the only groups 
that were actually vocal in their support for the agreement were the 
pro-NAFTA environmental organizations; an odd stance indeed for 
protectionists. 


LABOR’S CONCERNS IN NAFTA 


Although labor groups!! were more united than environmental 
groups in their NAFTA positions, there was no uniform labor posi- 
tion on NAFTA. Here again, this analysis relies upon issues of wide- 
spread concern throughout the labor groups. 

Labor’s principle concern with the NAFTA was the prospect of 
large scale job loss from industrial relocation and investment flight 
from the United States to Mexico. Taken as a whole, the overall 
regulatory costs associated with doing business (e.g., environmental, 
health, safety, equal employment, and antidiscrimination, etc.) clear- 
ly favor industrial decisions to invest or site facilities in Mexico over 
the United States (Journal of Applied Corporate Finance). Labor 
feared that when these costs were coupled with higher US wages the 
result would be US job losses from NAFTA that could exceed 550,000 
(Faux and Lee, 1992, 1993). 

Labor’s concerns were based on figures that did provide grounds 
for caution, if not outright concern. In 1988, the average wage for a 
Mexican maquiladora factory worker was $0.98 in low skill jobs, and 
$1.99 in high skill jobs. The average hourly manufacturing wage for 
US workers in 1988 was $13.85, with an average hourly wage of 
$6.20 in sectors comparable to those in the maquiladora plants (CRS, 


11Except where otherwise provided this article discusses only US labor groups. 
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1991). These figures proved most unsettling because the labor sectors 
most vulnerable to NAFTA displacement had already seen dramatic 
employment losses (OTA, 1992). For example, the displacement rate 
for durable goods manufacturing from 1979 to 1989 was 4.1 percent, 
4.8 percent in autos and autos parts, and 4.9 percent in the apparel 
industry (OTA, 1992). 

Proponents of the NAFTA countered that large scale NAFTA- 
driven employment displacement was unlikely to occur. In fact, gov- 
ernment figures as well as those of economists like Gary Hufbauer 
and Jeffrey Schott, argued that NAFTA’s overall impact on US jobs 
would be minimal,!2 somewhere on the order 130,000—175,000 jobs 
created (USITC, 1991; Hufbauer and Schott, 1992, 1993).13 The 
simple fact is that it is still too soon to tell which predictions will 
prove accurate over the long run. 

Labor, like environmentalists, also feared that various provisions 
of the agreement could be invoked to undercut a wide range of US 
labor, environmental, health, and safety laws (Collingsworth). Here 
labor had reason for their concern. Even before the formal agree- 
ment was signed, the Bush administration had agreed in a precursor 
NAFTA preparatory agreement to eliminate the rights of US states 
to impose licensing requirements on Mexican truck drivers entering — 
the United States. By eliminating these standards the federal gov- 
ernment usurped the traditional powers of the states, diminished the 
highway protections states can guarantee travelers on their byways, 
and provided Mexican origin drivers with a competitive advantage 
over US drivers who continue to be regulated by the several states 
they drive in (Housman and Orbuch, 1993). 

Labor also expressed a corollary concern that the NAFTA would 
create competitive pressure to lower high US labor, worker health 


12Given this small overall impact on the US economy, one can rightly ask why the NAFTA took 
on such major political significance. If NAFTA would not create major new industrial gains, 
and hence jobs, for US industries, why were these industries so invested in the agreement’s 
success? 


13These proponents did, however, concede that while NAFTA might be a net job gain, it would 
cost the United States 150,000 jobs, mostly in manufacturing (Hufbauer and Schott, 1993). 
Although the net job gain figures for NAFTA were promising, these studies typically did not 
delve into the plight of workers who might be among those displaced. For example, although 
many of these workers might find replacement jobs, one-quarter of all displaced workers laid 
off between 1979 and 1989 were unemployed for more than 6 months (OTA, 1992). Displaced 
workers with substantial job experience (older workers) took two to four times longer to find 
jobs than other workers (OTA, 1992). Displaced manufacturing workers who found new jobs 
faced an average 10 percent loss in earnings (OTA, 1992). Displaced workers also face a 
substantial drop in benefits. For example, one-quarter of displaced workers lost their health 
insurance (OTA, 1992). The overall economic decline suffered by displaced workers is sub- 
stantial. Manufacturing workers who were laid off during the 1980s suffered on average a 
$36,000 loss in income (OTA, 1992). 
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and safety, and environmental standards (Collingsworth). The most 
troubling aspect of downward harmonization was in the area of 
wages. Labor feared that industries could use the threat of NAFTA- 
abetted mobility to force bidding wars between the labor markets of 
the three parties for jobs (Clinton, 1992). Advertisements like the one 
run by the Mexican state of Yucatan promoting wages as low as $1 
per hour gave credence to these concerns. 

Labor’s anxieties about downward harmonization were also driven 
in great measure by the lack of effective labor rights enforcement in 
Mexico. Although Mexico’s laws provide most of the basic labor rights, 
the Mexican government has failed to enforce these laws (Hollings). 
Not only has the Mexican government failed to enforce its labor laws, 
but historically—with much debate over whether to measure history 
in years, hours, or minutes elapsed—it has engaged in a persistent 
campaign of repression against the labor movement (Cornelius). 

As with the environment, the Clinton administration attempted to 
address labor’s concerns with the agreement by negotiating a supple- 
mental agreement on labor (Clinton). However, because labor’s con- 
cerns with the NAFTA stemmed directly from one of the core goals of 
the NAFTA, providing US business with access to cheap labor, and 
because the Clinton administration had been backed into a no rene- 
gotiation corner by the Canadians and the Mexicans, the supplemen- 
tal agreement could not address the heart of labor’s fears. This dy- 
namic secured US labor’s opposition to NAFTA. Had NAFTA 
incorporated effective labor and wage standards into the agreement, 
labor conceivably might have been able to support the agreement. 
The parties, however, balked at this approach arguing sovereignty 
concerns; NAFTA-based standards would interfere with each parties’ 
sovereign right to set their own standards. Such sovereignty protesta- 
tions notwithstanding, the agreement did make wholesale changes to 
Mexico’s intellectual property protections, judicial system, and in- 
vestment protections addressed by the agreement’s various chapters 
(Faux and Lee, 1993). One can only speculate why labor rights con- 
cerns were subject to sovereignty limitations, although no such lim- 
itations hampered areas addressed in the agreement. 

Here again let us ask the question, does labor’s participation 
amount to protectionism? Although labor’s stance was decidedly 
anti-NAFTA and elements of labor's anti-NAFTA campaign may 
have been downright protectionist, it is harder to say that labor was 
decidedly protectionist here.14 


14For example, although US labor argued against the agreement, Mexican labor generally 
cautiously supported the agreement (Diamond, 1993). Thus, under the right conditions labor 
can be pro free trade. 
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Labelling labor’s participation in NAFTA is not easy. Labor’s oppo- 
sition to NAFTA centered around the belief that the agreement 
would lead to a demise of domestic production, and, in turn, harm 
domestic jobs. Further, throughout the NAFTA process labor did em- 
bark on a range of efforts that sought to protect various industries, 
and jobs in these industries, from NAFTA-based competition. At first 
glance these types of activities would seem protectionistic. On the 
other hand, in the area of goods, labor’s goal was not to protect do- 
mestic products qua products. Rather labor’s goal was to protect do- 
mestic workers—jobs and labor conditions. 

Although this difference may seem semantic, from a future policy 
formulation standpoint the difference may be more real. Protecting 
the interests of domestic workers does not inherently require protec- 
tions for domestic products or industries.!5 Thus, one may be able to 
parcel labor’s anti-NAFTA approach off from protectionism. It is pos- 
sible, albeit admittedly difficult, to conceive of a NAFTA package 
that would have provided sufficient protection to US jobs and labor 
conditions, coupled with effective adjustment assistance, to garner 
labor support. Such a package would not necessarily have been any 
more protectionist than the protectionist components that are in- 
cluded in the NAFTA. Admittedly, in the services area, because no 
distinction can be made between protecting a job and protecting the 
item of value (the service) that is conveyed, such an argument is 
harder to make. 

Moreover, to argue that labor was protectionist in NAFTA one 
must also determine if there can be a legitimate comparative advan- 
tage in lower labor standards or lower wages. Turning first to the 
standards issue, many of the labor standards that US labor sought to 
have enforced in the NAFTA arose by way of internationally agreed 
upon norms, particularly through the International Labour Organi- 
zation conventions. It would seem to be hypocritical, if not downright 
abhorrent, for a signatory to the ILO conventions (such as Mexico 
and Canada), or a nation that has implemented these rights in its 
laws (such as the United States), to claim a right of comparative 
advantage in violating these norms. If a country could use such viola- 
tions to obtain a comparative advantage, would it be protectionist for 
a nation to refuse to trade with another nation that practices slavery 
to gain a comparative advantage? Simply put, violations of interna- 


15Of course, in the absence of alternative equal job prospects, and without adequate adjustment 
assistance, labor can be backed into a protectionist posture from which it has no choice but to 
do everything in its power to protect domestic industries and products from foreign competi- 
tion. 
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tionally agreed upon norms or rights should not form the basis of a 
legitimate comparative advantage. Placed in perspective, labor’s par- 
ticipation then does not appear inherently protectionist. 

The issue of wages, however, offers a more difficult analytical 
challenge. Wages are inherently domestic in nature, they are entire- 
ly dependent upon the market conditions of each nation, and there 
are no international norms as to what constitutes a fair minimum 
wage. Thus, wage differences normally would seem to be a legitimate 
comparative advantage.!© To claim wages as a comparative advan- 
tage, however, the labor norms discussed above would have to be 
enforced to ensure that a fair bargaining process set the wage. To the 
extent that legitimate questions were raised as to the implementa- 
tion and enforcement of basic labor rights in Mexico, it is difficult to 
say that low Mexican wages caused a legitimate comparative advan- 
tage. For example, it has been reported that Mexican General Elec- 
tric (GE) workers who merely met with US GE workers about harmo- 
nizing the wages of Mexican GE workers up to US levels were 
dismissed from their jobs (Myerson, 1994). Under these circum- 
stances it is more troubling to argue that wage differentials are a 
legitimate comparative advantage. Thus, in turn, it becomes more 
difficult to call labor protectionist in this regard as well. 

Even if one dismisses many of labor’s efforts in NAFTA as protec- 
tionist, the broader pattern of labor participation in trade policymak- 
ing argues in favor of not dismissing labor as inherently or neces- 
sarily protectionist. Historically, labor has been a strong voice for 
free trade. Even during NAFTA formulation, the position of labor as 
a whole was divided on NAFTA: some US unions, ones that saw 
NAFTA as a job gainer for their particular constituents, and most of 
Mexican labor supported NAFTA. Labor’s post-NAFTA efforts on the 
Uruguay Round show a similar pattern. Until business and Republi- 
cans sought to include antilabor mandates in the fast track provi- 
sions of the Uruguay Round implementing bill, labor was noticeably 
silent on the Round’s adoption. Labor entered the fray only after 
business and Republicans sought to use the Round’s implementing 
bill to foil future trade and labor discussions. 

As this analysis reflects, although many of the actions of labor in 
NAFTA may be dismissed as protectionist, such a dismissal ignores 
vital nuances that should be taken into account in formulating fu- 
ture trade and labor policies. 


16Qne could, however, conceive of situations where this would not be the case, such as where no 
free market agreement occurred in setting the wage. For example, if labor is coerced and an 
illusory wage is paid, can this low wage be claimed as a comparative advantage? 


238 HOUSMAN 
DEMOCRACY AND HUMAN RIGHTS CONCERNS 


The third leg of social criticism of the NAFTA focused on issues of 
democracy and human rights. In addition to human rights groups!” 
who focused particularly on these issues, these issues also received a 
great deal of attention from environmental and labor groups. The 
interest of labor and environmental groups in issues of democracy 
and human rights stems from the widely held belief that there is a 
symbiotic relationship between these areas of social concern, namely, 
that labor and environmental movements play a critical role in ad- 
vancing democracy and human rights, and the advancement of de- 
mocracy and human rights, in turn, allows for environmental and 
labor gains. 

These groups together advanced three major concerns with the 
NAFTA. First, they argued that the NAFTA established undemocra- 
tic institutions that would exert major influence over the established 
national institutions of democratic government. NAFTA democracy 
critics pointed to the closed door, unelected, trade technocratic 
NAFTA dispute resolution processes, which could be used to chal- 
lenge, and eventually undermine through economic sanctions, demo- 
cratically enacted laws passed by the elected legislatures of the 
NAFTA parties. 

Second, democracy critics argued that, from a democracy perspec- 
tive, Mexico was not yet ready to become so tightly linked a trading 
partner of Canada and the United States.!8 The record of Mexico on 
torture and other human rights abuses, government corruption, 
graft, election fraud, and political repression provided these critics, 
Northern and Southern alike, with ample grounds for their argu- 
ments (Castaneda, 1993; Zinser; Hollings; Santos de la Garza, 1993; 
Yamin Americas Watch, 1990). For example, in 1992 alone, both the 
US State Department and the United Nations Committee Against 
Torture severely criticized the continued use of torture by Mexican 
government authorities (Hollings). Proponents of the agreement 
countered that gains in democracy in Mexico would be facilitated by 
the adoption of the NAFTA, an argument that may bear merit. 


17Unless otherwise noted this article discusses only the concerns of US human rights groups. 
'8Some critics went further, arguing that the changes NAFTA would bring to Mexican society 
might create barriers to the necessary political evolution of the country. Ironically, the 
barriers to democracy that critics of the agreement feared served as core concerns of the 
prodemocratization Zapatista uprising that coincided with the NAFTA’s implementation. In 
this unwitting way the NAFTA may have proven critical to advancing democracy in Mexico. 
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Whether or not NAFTA may inspire or inhibit greater democracy in 
Mexico notwithstanding, do the democracy-based concerns of human 
rights advocates, labor groups, and environmentalists with the agree- 
ment amount to protectionism? It seems difficult to say that they do. 
These democracy concerns had little to do with protecting any product 
or service based on the fact that it was domestic in origin. 

Moreover, to find that democracy advocates were protectionist one 
must argue that human rights abuses can form the underpinnings of 
a legitimate comparative advantage (Zakaria, 1994). As the success 
of certain Asian nations bears out, a society of citizens too fearful to 
speak out or to mobilize makes an excellent obedient and docile work 
force: wages can be dictated by a central authority, strikes can be put 
down, a questioning press can be silenced. However, underpinning 
these advantages are violations of universally recognized human 
rights. Here again, it seems outrageous to say that one can legit- 
imately obtain a comparative advantage by violating basic human 
rights. 


MORAL OF THE STORY 


Debunking the myth of an inherently protectionist labor, environ- 
ment, and human rights cabal in trade policy provides a number of 
important lessons for how we go about making trade policy. If one 
believes, as this author does, that these social interests can be 
brought into the trade policy fold by addressing their concerns, just 
as trade policy makers attempt to do with individual industries, the 
key then is not to alienate these interests but to find ways of address- 
ing their concerns while not undercutting the very legitimate goals 
of trade liberalization. 

Ironically, many have argued (Esty) that, at least on the environ- 
mental front, NAFTA bears this lesson out. Environmental groups 
who felt that their concerns had been addressed were some of the 
more vocal supporters of the agreement. This strategy, however, in 
the NAFTA context, was never applied to the labor and human rights 
fronts. The failure to expand this strategy into other areas secured 
the opposition of these interest groups. 

That is not to say that these social groups will, or can, be satisfied 
by every trade deal. It is to say that it is incorrect to label them 
protectionist without distinction from inefficient industries that 
have sought to use trade policies to protect themselves from for- 
eign competition. Perhaps a more accurate label would be dissat- 
isfied, as one might label industries that oppose or criticize a certain 
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trade agreement because it does not address their concerns ade- 
quately, such as the motion picture industry’s position on the Uruguay 
Round. 

Using the label dissatisfied, as opposed to protectionist, conveys an 
important message: they can be satisfied. In other words rather than 
adopting trade policies that are confrontational in nature, it is pref- 
erable to attempt to deal with their concerns and make them support- 
ers of our trade policies. The importance of this lesson can be seen in 
the recent debate over the fast track language proposed for the 
Uruguay Round. 

At the outset of the fast track debate the Clinton administration 
proposed the most modest, no more than a few cursory sentences, of 
environmental and labor language for inclusion in the goals of fu- 
ture trade negotiations that would receive fast track consideration 
Unside U.S. Trade, 1994a; Inside U.S. Trade, 1994c). As noted previ- 
ously business and Republicans fought this language vehemently 
and the administration in response removed this language from their 
proposal (Rosenberg). Still unsatisfied, business and Republicans 
pushed the administration for language that would actively prevent 
the administration from moving forward on a pro labor and environ- 
mental trade policy agenda (Inside U.S. Trade, 1994b). Once again, 
in fear of losing the Uruguay Round, the administration caved to the 
pressure and included the language in its proposal (Inside U.S. 
Trade, 1994b; Inside U.S. Trade, 1994d)). This brought about a strong 
backlash from a number of influential members, such as Senators 
Moynihan (D-NY, and Chair of the influential Finance Committee), 
John Kerry (D-MA), Wofford (D-PA), Boxer (D-CA), and House mem- 
bers MIller (D-CA), Unsoeld (D-WA), Studds (D-MA), and Pelosi 
(D-CA) Unside U.S. Trade, 1994e; Inside U.S. Trade, 1994f). Because 
of this backlash caused by the failure to balance social concerns in 
trade policies, no fast track authorization was included in the 
Uruguay Round implementing bill (inside U.S. Trade, 1994g). The 
simple fact is that this unfortunate turn of events could have been 
avoided had a balance been sought on these issues that weighed the 
concerns of all involved as opposed to the one-sided proposal the 
administration allowed to be foisted upon itself. 

The moral of this story is that to ensure the smooth working of our 
trade policies it will be increasingly necessary for traditional eco- 
nomic trade policy interests and parties to seek common ground and 
mutually agreeable policies with labor, environmental, and human 
rights interests. Only through this approach can we ensure that we 
can continue to make gains in liberalizing international trade, while 
at the same time preserving other vital areas of our security and 
standards of living, such as the air we breath, the food we eat, the 
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wages that pay our bills and fuel our economy, and the rights that we 
call inalienable. 
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